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Sales and revenues: | IA 
(WHOS sone Se ce oli oii. ta Maret plsen aie Gomeeoroto GgDe HC On Loe OOS $ 26,778,000 $ 22,217,000 $ 61,547,000 $ 56,448,000 


INTERNATIONAL UTILITIES CORPORATION AND SUBSIDIARIES Consolidated Balance Sheet (Stated in U.S. currency) 
Statement of Consolidated Income (Stated in U.S. currency) eva 
| es ony Assets! oe 
{ ended Jun I, h : : 
| 19705 ean ROE) 1970.52 Sa EDL Current assets: 


(CEE apooseusmodonunnboboobouDboodanpuunodbon choo cAQuKdonsS $ 31,198,000 $ 41,008,000 


Marketable securities, at cost (market value 
HANSPOVLALIOM ret raistet alates pele set sieralernial efetelorerats |overte tienen te keveRetekelemekelenia=tat-Re 47,391,000 33,897,000 88,826,000 66,987,000 ADPIOXIMAC GGG St—=197,0) aan 4,502,000 41,066,000 
INGUStrlalswandSAnviGOs cetester custeveiatersvarcsareyancterers eter paretetetey Ayalni(eNeolnyoerateistess 83,867,000 75,914,000 155,664,000 143,587,000 Accounts receivable, less allowances ..................--++-.-- ‘ 192,782,000 146,428,000 
Controlled major affiliates: | IAVEMTOMIOS Peper re creer tap teed stave te eget ncecet ar ePe eens eta ge ois) sue io ararncetaie ce dele iets 104,281,000 110,101,000 
SRA A Peae > beh san OAc oe Ama oth ad BA Siero cin oeatod Oo Es 40,682,000 SS a eines So eaenee Prepaid expenses and other current assets .............-.--..-- 16,111,000 14,404,000 
Walworth ni een cace tht ite ot Sts NG hay Raho det nieie 17,408,000 7,291, 2,232,000 788,000 EG Ant tees “SaRaTAOOOL. 6 RRERTaRTIAGS 
Oiher corporatenventuresiaitatesease cee Al awe wae na eoneeegtre 3,163,000 3,693,000 8,364,000 9,242,000 SR Ue eS ee og —_ 348,874,000 _ 353,007,000 
919.289.000 789.679 000 722.435 000 357 374.000 Investments, substantially at cost .........................-.0.- 129,477,000 137,137,000 
Costs and expenses: Property, plant and equipment, at cost ......................... 992,928,000 952,409,000 
Cost/offproducis soldd: tn semmtisen cheers awe tener ciel eins 102,247,000 87,531,000 192,510,000 160,831,000 Less accumulated depreciation and amortization ................ ___ 296,850,000 284,464,000 
- Other operating costs and expenses .............-----2e-eeeeeeeeeeee 56,965,000 39,747,000 105,140,000 85,339,000 Net property, plant and equipment ........................... 696,078,000 667,945,000 
Selling, general and administrative expenses .....................-.-. 28,521,000 33,153,000 57,539,000 52,813,000 Deterredicharaceterininrocccslotianonrtization 14,726,000 42.575.000 
Depreciation and amortization .........0.cbeesececueeeeesevuseeuees 8,636,000 9,431,000 19,316,000 18,826,000 Dee ae pape as Se SS EE 
Interest: Operating rights, franchises and other intangibles, net ............ ___ 33,763,000 26,199,000 
ong=tenmidebtie.' hiehrtin en sevice oercie EERE oy NR A etna eR 7,460,000 4,992,000 14,636,000 9,313,000 MOtalkaSSEtS Heme ia Pee CRO Ie RTPA eee ccs Ee ey ee $1,222,918,000 $1,196,863,000 
OIG haus a rset inci, be cecaie sie alate Sete area satan: clea cam nuyh aman en 2,644,000 2,465,000 5,301,000 4,710,000 
BrovisioniiomineomertaXxessestn tani menterte ta iis aan casi t telat 3,258,000 4,815,000 8,569,000 9,124,000 LIABILITIES AND SHAREHOLDERS’ EQUITY 
Dividends on preferred shares of subsidiaries and net Current liabilities: e 
income applicable to minority interests ..................-......--- 1,324,000 2,281,000 1,993,000 2,821,000 Long-term debt — current maturities .......................--. $ 36,699,000 $ 28,823,000 
e 211,055,000 784,415,000 405,004,000 “343,777,000 Loans payable to banks and others ......................-.---- 82,438,000 86,784,000 
Net income: Accounts payable and accrued liabilities ........................ 70,571,000 93,778,000 
Products, services and other revenues ...........-.....0..0eeeeeeeee 8,234,000 5,264,000 17,431,000 13,597,000 Accrued interest on long-term debt and accrued 
Disposition of properties and investments, less income taxes .......... (3,619.00) 1,939,000 10,000 5,478,000 Ree ee ei Ba eee 
NEM UIeel unl eeepc ad A Gnibe Tons She piis Gal oo ea om mage Sar aes 4,615,000 7,203,000 17,441,000 19,075,000 aes eo SR ee ire oe a ee aa HASEE GIG ae nonn 
Dividend requirement on preferred stock 250,000 575,000 523,000 1,161,000 BS ee et Ce ME NGS Sr Je aE x eee ean ee 
Balance applicable to common shares and common equivalent shares ... . $ 4,365,000 $ 6,628,000 $ 16,918,000 $ 17,914,000 Total current liabilities .......................-..+..-.---5- __ 247,774,000 _266,696,000 
Per average common share and common equivalent share after Long-term debt (excluding current maturities) ................... pee 6117065, 000) pees S772, 000 Interim Report to Shareholders 
preferred dividends: Other liabilities: “i ore S 
Primary: | (AGH? Gor POMS (MANS Gsddocacwancoddebrokecsoasosooues 11,868,000 11,501,000 International Utilities Corporation 
Net income — products, services and other revenues .................. $ 57 $ 38 $ 1.23 $ 1.02 DED TEE! [MGM TEBES 29500 cocrcceo0ocensasaeoouseseneonaen 18 400,000 Monts oe PROVE ere ity Aver GE Utena ane! Sarna 
Net income — disposition of properties and investments ............... (.26) 14 — 41 Une aimeditevenvessandinisce)lanecusinon.cunentllabiltcs aaa 12170, 000" eis b00-000 
i SES ene ; 37,528,000 30,219,000 
Netiincomartiartickivils prlciltaevettriosoc cine eam tie eee cee ee $ 31 $ 52 $ 1.23 $ 1.43 Total other liabilities ................ 2.0... eee e eee eee s eee as of June 30, 1970 
Fully diluted: Contributions and advances for construction .................... 32,977,000 31,958,000 
Net income _ products, services and other revenues .................. $ 50 $ 35 $ 1.04 $ 85 Minority interest in net assets of consolidated subsidiaries ........ 114,158,000 113,480,000 
a income — disposition of properties and investments ................ (.21) 13 —_ 34 Shareholders’ equity ................0.cceeeeeeeeeeeeeeeeeees 328,716,000 317,789,000 
BEINICOME yack siete sete rate is csr o\s Sicha ae PRN eter Eon IIS eee ESL See ee 
: $ 2g $ ae $ une ee) Total liabilities and shareholders’ equity .....................- $1,222,918,000  $1,196,863,000 
Common shares and common equivalent shares used in computing 
phimary:-netuncome)pen share datainn cc. reese terse enya 13,768 12,471 13,768 12,471 The June 30, 1970 financial statements in this report are based on the companies’ accounts without audit. The December 31, 
1969 financial statements have been restated in U.S. currency and reflect certain other reclassifications. ’ 
Note: Common equivalent shares consist of Special Stock, Series A at current conversion rate and the effect of shares issuable The Corporation provides financial statements to its shareholder's on a quarterly basis, and it is not its practice to include in 
under stock options. Fully diluted earnings per share assume in addition, the conversion of convertible preferred stocks and such financial reports a Comparative Statement of Source and Application of Funds. A Statement of Consolidated Source and 
bonds and Special Stock Series at conversion rate as of January 1, 1981. Fully diluted earnings per share do not give effect to Application of Funds for the year ended December 31, 1969 (the latest completed financial year of the Corporation), with com- 


future earnings retained and employed prior to 1981 by reason of the non-dividend character of the Special Stock, Series A. parative figures for the preceding year, is contained in the Corporation’s 1969 Annual Report to Shareholders. 


To The Shareholders: 

Net income from operations and earnings 
per share from operations set new records 
in the second quarter and in the six month 
period ended June 30, 1970, continuing ihe 
trend that was established in the fourth quar- 
ter of 1969. 

Reflecting this continuing improvement 
and the prospects for the year, the Board of 
Directors voted, effective with this Septem- 
ber 1 payment, an increase in the annual 
dividend rate to $1.40 U.S. The previous 
rate had been $1.40 Canadian which resulted 
in a payment of $1.29 U. S. in 1969. This is 
the 26th consecutive year of uninterrupted 
increases in the annual dividend payout. 

Net income from operations (products and 
services) in the quarter ended June 30, 1970, 
increased to $8,234,000, or 57c¢ per share, 
from $5,264,000, or 38¢, in the second quarter 
of 1969. For the six months ended June 30, 
1970, net income from operations was 
$17,431,000, up 28% from $13,597,000 in 
1969. Per share earnings rose 21% to $1.23 
from $1.02. 

We look for a continuation of the first-half 
earnings trend through the remainder of the 
year 1970. 

Second quarter revenues rose 16% to 
$219.3 million from $189.7 million, while for 
the half they increased 18% to $422.4 million 
from $357.4 million. The 1970 figures are new 
highs. 

No income from capital gains was re- 
corded in the second quarter and instead a 
reserve was established against possible 
securities losses, including our holdings of 
500,000 shares of Penn Central common 
stock. The net effect of this is to cancel the 
capital gain of 26¢ a share from the disposi- 
tion of properties and investments reported 
in the first quarter of 1970. Total net income 
in the six months ended June 30, 1970, was 
$17,441,000, or $1.23 per share — all but 
$10,000 from operating income — a decline 
from the first half of 1969 when we reported 
a total of $19,075,000, or $1.43 per share, 
made up of $13,597,000, or $1.02, of operat- 
ing income and $5,478,000, or 41¢ per share, 
of capital gains. Per share figures are based 
on an average of 13,768,000 shares outstand- 
ing compared with 12,471,000 in the first 
half of 1969. 


Over the years, IU maintained an exten- 
sive portfolio of marketable securities. The 
primary purpose of this portfolio was to pro- 
vide a source of liquidity, particularly during 
periods of tight money. The portfolio has 
admirably fulfilled this need during the 
money crunch of the past two years and all 
the large blocks of securities, except the 
Penn Central, were liquidated at satisfactory 
profits. In the light of the diminished role of 
the portfolio of marketable securities, a por- 
tion of the portfolio has been transferred to 
the investments section of our balance sheet. 

Effective with this report IU’s financial re- 
porting has been changed from Canadian to 
U. S. currency. This change stems from the 
decision of the Canadian government to per- 
mit its currency to float in the international 
money market. 

As you Can see from the table on Sources 
of Net Income and Revenue, the improve- 
ment in our operating income continues to 
come from the record performance of our 
ocean shipping subsidiary, Gotaas-Larsen, 
and a marked improvement in the industrial 
group. While the slowdown of the economy 
has had some adverse impact on industrial 
revenues, this has been more than offset by 
tighter management and cost controls. The 
liquidation of the securities portfolio has re- 
sulted in lower dividend and interest income 
and a corresponding decline in income from 
parent company ventures. 

A number of steps have recently been 
taken to further strengthen our management. 
Three new posts were created to oversee all 
the major operations of our business. Mr. H. 
Irgens Larsen, 61, was named Senior Vice 
President — Ocean Shipping; Mr. Murray E. 
Stewart, 43, was named Senior Vice Presi- 
dent — Utilities, and Mr. J. G. Rubenstein, 
40, was named Senior Vice President — In- 
dustrials and Services. A year ago Mr. John 
T. Jackson was named Senior Vice President 
—Staff. All four of these men were formerly 
IU group vice presidents and each now re- 
ports directly to the President. Mr. Robert F. 
Calman, 38, has been elected Vice President 
—Finance and Treasurer. Before joining |U 
in May, 1970 Mr. Calman was Treasurer of 
the North American and International divi- 
sions of Mobil Oil Corp. 

New Chief Executive Officers also were 


named for three operating companies, all 
from within the IU organization. They are 
Mr. J. Edgar Spielman, 46, President of Farm- 
best, Inc.; Mr. Jack Bayer, 48, President of 
Kaiser-Nelson Steel & Salvage Corp.; and 
Mr. Walter L. Moore, 43, President of Unijax, 
Inc. Mr. Moore succeeds Mr. C. Graham 
McGehee, 43, who was named Chairman of 
Unijax and a Vice President of IU with 
regional responsibilities in the southeastern 
part of the United States. 

The death on June 14 of Mr. Paul A. Gar- 
rison, 42, Group Vice President — Industrials 
and Chairman of the Board of Walworth, is a 
loss deeply felt by his colleagues and as- 
sociates. He has been succeeded on the 
Walworth Board by Mr. Rubenstein and his 
position as Group Vice President will be 
filled shortly. 

In May IU’s Common, Special Series A, 
and $1.32 Preferred stocks were listed on 
the Pacific Coast Stock Exchange in re- 
sponse to growing interest in our securities 
among West Coast investors. 

On August 25, 1970, the Directors of 
Pacific Intermountain Express, a transcon- 
tinental truck line with annual operating 
revenues of $144 million, voted to accept our 
offer to exchange the 1,909,000 Common 
shares of PIE for a new issue of IU Preferred 
stock paying a dividend of $1.25 and convert- 
ible into 8/10 a share of |1U Common. We 
still require the approval of the PIE stock- 
holders, the Interstate Commerce Commis- 
sion, and other regulatory bodies, but this 
transaction, if finally consummated, will be 
a major step forward for IU. 

A quarterly dividend of 35¢ per common 
share and the regular quarterly dividends on 
preferred shares, all in U. S. funds, were 
declared payable September 1, 1970, to 
shareholders of record August 7, 1970. A 
cheque is enclosed if you own securities 
which pay a cash dividend. Common share- 
holders in Canada are being paid in Cana- 
dian currency at the exchange rate of $1.019 
Canadian for each $1.00 U. S. 


John M. Seabrook 
Chairman and President 


August 25, 1970 


Sources of Net Income and Revenue (U.S. currency — in thousands) 


Transportation: 
SCARE eat Set erent ahpecare ni mieeste arate 


Utilities: 
Northwestern Utilities ....................- 
Canadian Western .............--.--0--0-- 
GanadianeUtlittGser ere mtorr erie). \-(. sere 
Northtanghutilttiesipiscn-tcere iene. ce eile 
General Waterworks ...............-.--+-- 


Industrials sce he sesys octet tecas ote nie ete rete lae ouava eye 
SeMnvices se aie a toeiiariae eres ese Eccles cise 


Controlled Major Affiliates: 
Brewer—54% owned*** .................- 
Walworth—55% owned .................... 


Parent Company Ventures ................... 


OtallMREVEMUCy Beer cesses laa ie cetera heh vel stao crs 


Total Net Income 
Productsrand SenviceSee eu. ee-|.. acl 
Disposition of Properties and Investments .. - 


Preferred Dividend Requirement ............. 


Net Income After Preferred Dividend ........... 


*Contribution to International Utilities 


**1969 figures include U.S. TAS operations sold as of December 31, 1969 


*** Operations included as of February 1, 1969 


Income* Revenue 
Three months Six months Three months Six months 
ended June 30, ended June 30, ended June 30, ended June 30, 
1969, 1970 1969 1970 1969 1970 1969 
$ 982 $ 8,442 $ 2,384 22,116 $ 9,878 $ 39,339 $ 19,405 
550 745 862 25,275 24,019 49,487 47,582 
1,532 9,187 3,246 47,391 33,897 88,826 66,987 
391 2,607 2,666 6,565 5,670 16,887 16,338 
251 1,670 1,828 5,575 4,692 13,986 13,945 
660 1,290 1,510 4,838 3,829 10,189 8,184 
136 550 607 2,058 1,661 4,793 4,301 
650 2,048 2,046 7,742 6,365 15,692 13,680 
2,088 8,165 8,657 26,778 22,217 61,547 56,448 
933 2,110 938 79,173 69,099 147,190 129,243 
404 1,033 1,058 4,694 6,815 8,474 14,344 
1,169 1,140 900 40,682 36,667 75,802 48,322 
(75) (1,010) _—(169) 17,408 17,291 32,232 92,788 
(787) (3,194) (1,033) 3,163 3,693 8,364 9,242 
$219,289 $189,679 $422,435 $357,374 
5,264 17,431 13,597 
1,939 10 5,478 
7,203 17,441 19,075 
(575) (523) (1,161) 
$6,628 $16,918 $17,914 
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To the Shareholders: 

Nineteen-seventy was an 
excellent year for the company in 
almost every aspect of the 
business. 

New highs were set in revenues, 
in net income from operations, and 
in per share earnings from 
operations. 

Net operating income rose to 
$34.2 million, or $2.40 a share, 
from $24.3 million, or $1.80 a 
share, in 1969. This is a gain of 
AJ per cent in operating income 
and 33 per cent in earnings per 
share. Revenues increased 18 per 
cent to $867 million from $738 
million a year earlier. 

Gains from the disposition of 
properties and investments in 1970 
were only $338,000, or two cents 
a share, down from $10.9 million, 
or 81 cents a share, in 1969. The 
total of operating income and 
capital gains was $34.5 million, or 
$2.42 a share, in 1970 versus $35.2 
million, or $2.61 a share, in 1969. 
The average number of common 
and common equivalent shares 
outstanding in 1970 was 
13,811,000, up from 12,660,000 a 
year earlier. 

The Ocean Shipping, Utilities, 
Land Transportation and Industrial 
groups all had improved earnings 
in 1970, but the contributions from 
Walworth and C. Brewer, both 


partially owned, declined. The 
rapid rise of income from Ocean 
Shipping overshadowed all the 
other improvements. 

The delivery during 1970 of a 
number of ships ordered several 
years ago increased by about 42 per 
cent the tonnage of our fleet, arid 
our Ocean Shipping subsidiary, 
Gotaas-Larsen, was thus ina 
position to benefit from the high 
charter rates offered by the major 
oil companies of the world. Firm 
charters at these rates have been 
obtained for a substantial 
proportion of our fleet covering the 
next five years, and several of our 
largest ships are now chartered 
until 1980. 

Our Land Transportation group 
reported a 19 per cent rise 
in earnings, a notable performance 
in the face of a strike, a 15 per 
cent wage increase, and a 
soft economy. 

During the year shareholders 


‘voted the acquisition of Pacific 
~ Intermountain Express Co., a major 


U.S. motor carrier, subject to the 
approval of various regulatory 
agencies. Such approvals are not 
expected before late 1971. 

The Utilities group was up 
15 per cent despite the impact of 
higher wage and interest costs. 

The Industrial group’s profits in 
1970 were 67 per cent better than 
in 1969. The 55 per cent-owned 
Walworth Co. is reported 
separately from the rest of the 
Industrial group. IU’s share of the 
Walworth loss was $2.1 million in 
1970, slightly more than the 
1969 loss. 

The 54 per cent-owned 
Hawaiian affiliate, C. Brewer, 
reported lower overall earnings, 
but profits from its agricultural 
activities were up. The decline in 


ae M. coe 


Chairman and President 


Brewer’s profitability was due to 


lower land sales from its holdings 
in Puerto Rico. The major land 
development program in Hawaii 
has not yet had an impact on 


earnings. 


Revenue and Net Income 
(in thousands of dollars except per share data) 


Sales and revenue . 


Net income: 
Operations 
Properties and 
investments 


Preferred dividends .. 


Balance for common 
and common 
equivalents 


Per average share: 
Operations 
Properties and 
investments 


eee ee 


Net income 


1970 


Sen GEOR mae 


.. ' 34,159 


2.42 


1969 


$737,967 


24,270 


10,891 


35,161 
2,091 


$ 33,070. 


NET OPERATING INCOME 
AND COMMON DIVIDENDS 34.2 


26.6 
24.3 


1967 1968 1969 1970 


Millions 
of dollars 


30 income 
@ vivivenps 23.1 


20 19.2 
15.6 
$9 bee 
. » 
0 


1962 1963 1964 1965 1966 


NET OPERATING INCOME PER COMMON SHARE 
AND COMMON EQUIVALENT SHARE 


2.15 
1.82 1.77 1.80 
1.55 
1.33 
: 


1963. 1964 1965 1966 | 1967, 1968 1969 1970 


Dollars 


1962 


DIVIDENDS PAID PER COMMON SHARE 


Dollars 
1.50 


1.35 


1.25 


1.29 
1.20 
Ll 
1.02 
1.00 92 
a 83 

45 72 : 

50 

25 

0 


1962 1963 1964 1965 1966 1967 1968 1969 1970 


SHAREHOLDERS’ EQUITY PER COMMON SHARE 


se itade AND COMMON EQUIVALENT SHARE 


25 22.98 


21.83 


1969 1970 


19.60 


1968 


17.68 


15.28 : 


1966 1967 


12.49 13-47 


10.53 
7 : 


1963 1964 1965 


A detailed breakdown by group 
of our sources of income and 
revenue is shown in the table on 
page 4 of this report. Elsewhere 
in the text there is a description of 
the operations and the profit 
performance of each group. 

Effective June 30, 1970, IU’s 
financial reporting was changed 
from Canadian to U.S. currency. 
This change stems from the 
decision of the Canadian 
government to permit its currency 
to float in the international money 
market. U.S. dollar figures are 
used throughout this report. 

Reflecting the continuing 
improvement in operating profit, 
the Board of Directors voted, 
effective with the September 1, 
1970 payment, an increase in the 


annual dividend rate to $1.40U.S.  _/ 


The previous rate had been $1.40 / 
Canadian which resulted in a 
payment of $1.29 U.S. in 1969. 
This is the 26th consecutive year 
in which the annual dividend 
payout per share has increased. , 

During the year 1970 our gas { 
and electric subsidiaries sold, | 
mostly in Canada, long-term debt | 
issues totaling $18.7 million, and 
$8.7 million was raised by an 
equity issue to existing share- 
holders. Late in 1970 the water 
utilities were reorganized into a 
separate subsidiary for utilities 
only. This new General 
Waterworks Corp. expects to 
finance its continued expansion by 
the sale, mostly in the U.S., of $25 
to $30 million of long-term debt 
during 1971. 

The medium-term debt of 
certain other subsidiaries was 


reduced and refinanced during 
1970 so as to eliminate the 1972 
bulge that previously appeared in 
the consolidated schedule of 

debt maturities. 

Corporate liquidity has improved 
markedly over the past 18 months. 
Bank loans, which reached a peak 
of $185 million at September 30, 
1969, were reduced to $74 million 
at September 30, 1970, and to $55 
million at December 31, 1970. 
Since we are borrowing much less 
short-term money than we were in 
1968 and 1969 when interest rates 
were rising, the drop in short- 
term rates has not been as 
important to our profits as it might 
have been, but it is still 
very welcome. 

Capital spending is expected to 
total $125 million in 1971, down 
from $130 million in 1970. Two- 
thirds of this will come from 
internal sources, with the remainder 
to be raised by utility and shipping 
subsidiary long-term financing. 

Formerly IU maintained a = 
portfolio of marketable securities, | 
the primary purpose of which was 
to provide a ready source of cash. 
During the money crunch almost 
all the securities were liquidated. 

A natural consequence of the ~~ i 


discontinuance of the portfolio was 


Sources of Net Income and Revenue 
(in thousands) 


Income* Revenue 
1970 1969 1970 1969 

Cicean: Shipping wisco went chia) Waly sik bdtante mr nA Oa eaten ah $ 20,105 $ 6,500 $ 87,635 $ 46,125 
Lands Pransportatiorins da ntenterg: eis wavaasiosintehet ania eae te oc eet ay aang, 2,303 1,943 102,950 94,763 
Utilities cre iirc eau tn Veet yates Gas yr Rats Ati A nea eter A Re dea 14,357 12,451 119,147 103,778 
Industrialiées Consumer Products iio cis te ae ee eaten ee tee 5,672 3,397 306,696 273,795 
GOrvicess voici bua inte Re day Sty Wi bes aNtRAD GAM Uae BRE ON Sah CON NM aad OL ae ee 1,481 1,824 8,093 13,740 
Controlled major affiliates: 

BREWER 54 Oo MOWER Nooo iirc iva bain) orc bae eee teeta At tan Feats Haat aad ea a 3,082 4,165 154,511 114,142 

Walworth U5 9G) ovined.tenins ss cae'k Cue anes ORM US tat (2,082) (2,027) 64,607 66,901 
Corporate investment ICOMe nt ac). ie. a ecm aes Tene ou Mna Dacca a ee tan 2,354 3,864 10,549 10,341 
NICTEUTOS 3552 CURDS era Teby genkey tila na ah alee aca rT aie eal OPE Fae Eas eR (2,321) 136 12,924 14,382 
Corporate-expenses;: principally interest so. ifcje bis sees elec oniene Meanie (9,348) (7,983) — — 
Foreign exchanservadpustments: trun na coarse Satna RNS LU in Staten a (1,444) — — — 

WOtals REVENUES ares be Soe keke Te ciate eae Re eae rot ed Sa Cee $867,112 $737,967 
Net income: 

MI Peratlons. er ALIN Me NOUR tae ara git eine pu NAR pat aS EAR a eA OE 34,159 24,270 

Disposition of properties and investments .............0.000 eee ues 338 10,891 

34,497 Chopil(ept 

Preferred'dividend nequirements:) cs cn anya atiinee mania eanreir eee 1,022 2,091 
Balance applicable to common shares and 

cOmMMON equivalent shares: ii) ec) Lie ane ae CMD AKa ath GEnQU A SRE REA $33,475  $ 33,070 
Average common and common equivalent shares ................000 13,811 12,660 


*Contribution to International Utilities 
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a drop in investment income. 
With the diminished role of the 
portfolio, the Investment Advisory 
Board was disbanded in 1970 with 
thanks for the excellent service its 
members have rendered IU over 
the years. 

In response to increased investor 
interest, IU equity securities were 
listed on the Pacific Coast Stock 
Exchange in May, 1970, and in 
January, 1971, on the London 
Stock Exchange. We have applied 
for a listing on the Amsterdam 
Stock Exchange as a result of the 
interest of shipping investors. 
Trading there in Certified 
Depository Receipts, a form of 
bearer shares, is expected to 
commence in May, 1971. 
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The sale of our U.S. 
communications business to 
Western Union International for 
about $20 million in cash and 
securities, and the sale of our 
insurance brokerage operations to 
Frank B. Hall & Co. for securities 
valued at about $17.7 million were 
both completed during the year. 
These sales were in furtherance of 
our policy of concentrating our 
management effort in fewer and 
larger fields. 

Mr. John C. Dale retired from 
the IU Board in late 1970 in order 
to accept a World Bank 
appointment to rebuild and 
improve the electric utility system 
of East Pakistan. Mr. Dale gave 
A1 years of fine service to our 
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utility systems. He will be sorely 
missed, and we wish him well in 
his important new endeavors. 

A chart in the text illustrates the 
dynamic change in the composition 
of our earnings over the past 
decade. These improvements in our 
income mix are the result of 
careful long-range planning. IU 
has had a remarkable record of 
growth in net income and, more 
importantly, in earnings per share 
from operations, as the other 
charts illustrate. 

In the nine years for which 
pooled data is available net 
operating income more than tripled; 
operating earnings per share 
nearly tripled; total common 
dividend payments more than 
tripled; dividends per share nearly 
doubled; and shareholders’ equity 
per share more than doubled. 

Over these nine years earnings 
per share from operations 


- increased at a compound annual 


rate of over 14 per cent. 

The strong performance of 
1970, when earnings per share 
from operations grew by 33 per 
cent, is expected to continue 
throughout 1971. 


WW Abo 


John M. Seabrook 


Chairman and President 


March, 1971 


Comparative Historical Financial Dat 
(Adjusted for poolings of interests)* 

(Stated in U.S. currency) 

(In thousands except per share data) 
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Common shares and common equivalent 
shares—used in computing 


net income per share data (2) (3) 
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Special Stock, Series A (2) 
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(1) See note 10 to the financial statements. 
(2) 1966 and prior years adjusted for subsequent stock dividen 
(3) 1962 adjusted for the two-for-one stock split in May 1963. 


1970 


$ 87,635 
102,950 


119,147 
306,696 
8,093 


154,511 


64,607 


23,473 
$867,112 


$ 34,159 
338 


$ 34,497 


13,811 
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1969 


$ 46,125 
94,763 


103,778 
273,795 
13,740 


114,142 


66,901 


24,723 
$737,967 


$ 24,270 


10,891 
$35,161 


12,660 
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1968 


$ 38,062 
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$ 34,675 


$ B Nai drg 
295 


272 


F 


SAO 


LLS7 27 


4,188 


7,788 


1967 


$ 33,020 
64,414 
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12,889 
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$ 34,161 


Bh ae bO 
61 


Ci OG 


EROS he 8 


11,209 


4,876 


6,560 


* At the time of the 1968 merger with General Waterworks 


Corporation, historical financial data was adjusted to reflect the 
pooling of interests for the six prior years only. Accordingly, 


the above financial comparison commences with 1962. 


1966 
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$30 1.33 
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In 1970 Ocean Shipping emerged 


as the largest contributor to 
company earnings. 


Since IU acquired Gotaas-Larsen, 
a medium-size, well-managed and 
profitable bulk shipping operation, 
its development has been dramatic. 
Acquired ie million in 1963, 
Gotaas-Larsen operated or had 
a-building some 350,000 dead- 
weight tons (dwt) of shipping 
capacity. By the end of 1970 the 
company operated 47 vessels 
totaling 3.2 million dwt and had 

on order an additional 14 ships 
aggregating more than a million 
dwt. This compared with 37 ships 
and 2.25 million dwt at the close 

of 1969, a rise of 42.2 per cent. 


This increase in tonnage and higher 
bulk cargo and tanker rates _ 
contributed to the rise in Gotaas- 
Larsen’s earnings in 1970 to $20.1 \ 
million from $6.5 million a year 
earlier. Revenues rose to $87.6 
million from $46.1 million. The full 
impact of this additional tonnage 
as well as newbuildings will become 
evident over the next several years. 


Equally significant is Gotaas- 
Larsen’s concentration on 
supertankers, an industry trend 
accelerated by the closing of the 
Suez Canal in 1967. The company 
operates seven supertankers of the 
200,000 dwt class and three 
100,000 dwt class vessels totaling 
nearly 1.8 million dwt. By the end 
of 1974 four additional 216,000 
dwt tankers and two 153,000 

dwt oil/ore carriers will bring the 
company’s supertanker capacity to 
2.8 million dwt. 


ry. The economic leverage of the larger 


tankers is reflected in the 
comparative operating costs of a 
56,000 dwt ship and a 216,000 
dwt vessel—75 to 85 cents aton 
per month for the smaller vessel; 
40 to 45 cents for the larger. 


— 
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When market conditions are right 


Gotaas-Larsen augments its owned 
fleet by chartering in vessels for 
medium to long-term periods. 
Generally this is done to bridge the 
lead-time between contracting and 
delivery of a newbuilding tanker. 
At other times, long-term inward 
charters are made when rates are 
such as to assure rechartering at 
profitable levels. Gotaas-Larsen is 
one of the few independent fleet 
operators with a credit standing 
among owners and financiers 
sufficient to attract in-charters 

of this magnitude. 


Gotaas-Larsen has continued to 
pursue a policy of leasing the 
largest part of its tanker tonnage to 
international oil companies on time 
charters scheduled to expire at 
varying dates so that the company 
is not under pressure to fix several 
ships during any one period. At the 
end of 1970, some 93 per cent of 
the company’s tonnage was _ 
chartered for 1971, while 75 per 
cent was fixed for 1972, 59 per cent 


for 1973, and 48 per cent for 1974. 
Most of this tonnage was fixed in 
mid-1970 at excellent rates. 


The increase in worldwide energy 
demand and the continuing 
blockage of the Suez contributed 
to the increase in tanker rates 
during 1970. 


Longer-term prospects for tanker 
rates reflect the fact that tanker 
capacity barely is keeping pace with 
growing worldwide oil consump- 
tion. As a result, worldwide 
shipbuilding capacity for large 
tankers has been booked through 
1974, prices for new ships rose as 
much as 80 per cent in 1970, and 
financing terms became less 
favorable. With a tanker fleet 
averaging less than four years old 
and built at pre-boom prices on 
excellent credit terms, Gotaas- 
Larsen is in a strong competitive 
position for the foreseeable future. 


The outlook for tanker rates also 
reflects the composition of world oil 
traffic. More than half of all 
shipments are from the Persian 
Gulf, the major source for two of 
the world’s most oil-short areas— 
Western Europe and Japan. These 
two regions obtain the majority of 
their oil requirements from the 
Persian Gulf, and Japanese demand 
has been growing by about 18 

per cent a year, Europe’s by 

around 11 per cent. Over the next 
decade, Japan’s consumption is 
expected to triple and Europe’s 

to double. 


Midnight buffet aboard the SS Ariadne, one of three Gotaas-Larsen 
cruise ships operating from Florida in the Caribbean. 


World oil trade is buffeted 
constantly by shifting crosscurrents 
—political developments, new oil 
finds, changing route patterns, 
demand for low-pollutant fuels. 
While Suez eventually will be 
reopened, the passage of time and 
the development of the supertanker 
have reduced its importance to 
world oil trade. 


Looking ahead, the company is 
studying the technical and 
commercial aspects of cryogenically 
liquified natural gas transportation 
—an area likely to become the next 
important development in bulk 
ocean shipping. 


The 216,000 dwt Golar Nichu, one of 
the new supertankers added to the 


Overall, long-term fundamentals 
Gotaas-Larsen fleet in 1970. 


suggest little significant change in 
the supply/demand relationships 
for large tankers. 


Recent chartering of large blocks 
of tonnage through 1980 by major 
oil companies lends support to this 
view. As in past developments, 
Gotaas-Larsen was apace of this 
trend, chartering three 200,000 
dwt tankers for five-year periods 
starting in 1974-75. Additional 
charters of this type are anticipated 
in 1971. 


Continued rapid expansion in the 
areas served by IU’s electric, 
natural gas and water utilities 
boosted revenues and profits to 
new highs in 1970. 


With the aid of rate increases 
affecting electric and water 
operations, revenues rose a record 
15 per cent to $119.1 million from 
$103.8 million. Profit contribution 
of the group was $14.4 million, up 
15 per cent from $12.5 million. The 
full impact of rate increases granted 
the electric utilties was not reflected 
in earnings because of a rise of 
nearly $2 million in depreciation 
and interest costs associated with 

a major expansion of generating 
capacity in Alberta. Higher wages, 
fuel and gas supply costs and 
interest rates also affected the 
group’s profitability. 


Revenues of the four natural gas 
and electric companies serving 
Alberta and adjacent areas rose 
15 per cent to $86.4 million from 
$75.2 million. Profit contribution 
of the Western Canadian 
companies was $9.5 million, a gain 
of 16 per cent from $8.2 million. 
Water revenues increased 14 per 
cent to $32.7 million from $28.6 
million, while profits rose 13 per 
cent to $4.9 million from 

$4.3 million. 


With the aid of a substantial 
increase in industrial sales in the 
Edmonton area, total gas revenues 
rose 9.2 per cent to $60 million. 
Gas sales rose 8 per cent to 187 
billion cubic feet, nearly 75 per 


cent of the province’s consumption. 


Growth in electric demand 
maintained its strong trend, with 
revenues rising 30.3 per cent to 
$26.4 million from $20.2 million 
and retail sales increasing 15.6 per 
cent to more than 1.1 billion kwh. 


While the economy of Alberta— 
one of the fastest growing in 
Canada—was affected by the 1970 
business slowdown, the impact was 
moderated by continued expansion 
of the province’s natural resource 
industries. Installation of a gas- 
fueled 165 megawatt generating 
unit by the City of Edmonton and 
other new industrial loads helped 


to boost Northwestern Utilities’ 
sales volume 11.8 per cent and 
revenues 11.1 per cent. 


Although construction lagged early 
in the year in the Calgary area 
served by Canadian Western, a 
spurt near year-end pushed 
building permits to near-record 
levels and new customer 
connections to the second highest 
number in 10 years. 


Gas sales were adversely affected 
by warm weather in 1970 following 
a severe winter in 1969. Degree 
days were 6.5 per cent below a 

year earlier. 


Under the pressure of higher costs 
for labor, material and money, 
Canadian Western applied for and 
was granted an interim rate 
increase, averaging about 10 per 
cent, effective February 1, 1971, the 
company’s first rise since 1961. 


Demand for electricity is rising 
about 6.5 per cent a year in Canada 
and 16 per cent in the central and 
northern portion of Alberta 


served by Canadian Utilities and 
Northland Utilities. Alberta’s 
power usage nearly tripled in the 
last decade and is expected to 
double again by 1980. 


To keep pace with this growth, 
Canadian Utilities placed a 150 
megawatt unit in operation at 
Battle River late in 1969 and 
installed a second 30 megawatt 
gas turbine in its Rainbow 
Lake station in 1970, doubling 
system capacity. A 160-mile 
transmission line also was 


constructed to augment the power 
supply to the Peace River area and 


oilfields in northern Alberta. A 
150 megawatt first unit is under 
construction in the Grand Cache 


and will be commissioned in 1972. 


coal fields northwest of Edmonton 
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Supervisors check gas transmission 
pipeline in Alberta (above) and water 
purifying unit in New York (right). 
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These plant additions leave the 
electric companies in a strong 
position to capitalize on growing 
demand. However, to offset 
increased fixed costs and higher 
operating expenses, electric rates 
were raised about 13 per cent, 

the first increase in the history 
of the companies. 


In the financial area, $27.4 million 
was raised via two debt issues and 
a rights offering. 


Customers of General Waterworks 
increased by 5 per cent in 1970. 
GWC’s 86 water, sewer and heating 
companies now serve over 340,000 
customers in 18 U.S. states and one 
Canadian province. Growth 
continues strong in a number of 
major areas, notably Dade County, 
Fla., suburban Wilmington, Del., 
and Toms River, N.J. 


About half the 11 per cent gain in 
1970 revenues was attributable to 
additional customers and half to 
rate increases. Rate orders obtained 
in 1969-70 had an impact of about 
$1.7 million on 1970 revenues. 
GWC expects to obtain $3 million 
in rate orders in 1971 with an 
estimated $2 million impact on 
revenues. 


Capital spending for the utilities 
group is expected to total 

$62 million in 1971, with about 
$25 million for electric facilities, 
$25 million for water and sewer 
plant, and the remainder for 

gas facilities. 


High-voltage transmission towers form 
a pattern against the background of a 
brilliant Alberta sunset. 
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The 1968 slump in IU’s industrial 
complex—which ranges from 
dairy products to heavy capital 
goods—led to a restructuring and 
revitalization of this segment of 
IU’s business mix. 


The commitment of management 
and capital has begun to yield 
results. In 1970 revenues increased 
to $306.7 million from $273.8 
million and profits rose to $5.7 
million from $3.4 million. All four 
segments of the group showed 
improvement in 1970. 


Steel & Metals operations, acquired 
by IU in 1960 in its initial 
diversification move, have 
expanded rapidly, doubling in 
profits and revenues in the last five 
years. A similar growth pattern is 
expected over the next five years. 


The group provides materials 
handling, metal recovery and slag 
sales services at 28 steel mills in the 
U.S., Canada and South America. 
Another unit produces ferro- 
silicon, an alloying agent used in 
the production of iron and steel. 


Group revenues rose to $33 

million in 1970 from $23.4 million 
and profits increased to $2.5 million 
from $1.5 million. Prospects in 1971 
hinge on the possibility of a U.S. 
steel strike, but foreign operations 
provide a hedge. 


The Consumer Products & 
Distribution group, which 
distributes dairy, food and paper 
products in the southeastern U.S., 
showed gains as programs were 
mounted to broaden the scope of 
activities. Revenues in 1970 rose to 
$178 million from $157.6 million 
and profits to $2 million from 

$1.8 million. 


The entry of the dairy operation 
into the fast growing institutional 
food distribution business 
accounted for the bulk of the 
volume gain, but dairy sales were 
up $6 million as the result of 
expanded supermarket distribution. 


Total food sales increased to $92.6 
million from $75.3 million, with 
institutional volume accounting for 
about a third. Further expansion of 
institutional business is planned 

in 1971. 


LT pee meet ET Za Pon ee : nine 
: : Pathan aioe es ile Lia 
REA SRT NSN ead re Moi age ta “ TaD Mim aRa EO ek det 


The unit which distributes fine 
printing and industrial papers and 

a broad line of industrial supplies 
through 21 warehouses has 
embarked on a program to expand 
into adjacent states with the aid of 

a computerized marketing, 
distribution and purchasing system. 
Revenues for the year rose to $85.4 
million from $82.3 million. 


Profits of the Process Industries 


group increased to $1.3 million 
from $500,000 and revenues to 
$52.6 million from $48.9 million 
despite a two-month strike at one 
facility. Gains were made in the 
manufacture of refrigeration 
equipment for the food industry 
and the fabrication of pressure 
piping for the petroleum and 
energy industries. 


Walworth, a maker of valves, is 
included in the Process Industries 
group but is treated separately 
financially because of its status as a 
55 per cent-owned affiliate. 
Continuing problems and a drop in 
fourth-quarter sales resulted in 
substantial losses for the second 


straight year. IU’s share of the 1970 
loss was $2.1 million, compared 
with $2 million in 1969. Under a 
new chief executive officer named 
early in 1971, Walworth will 
concentrate its efforts on fewer, 
higher-profit lines, reorganization 
of production facilities, tighter 
controls, and an intensive cost 
reduction program. 


The Housing & Construction group 
showed a loss of $60,000 in 1970 
after losing $434,000 in 1969. A 
major factor in the improvement 
was the turnaround in steel 
fabrication and erection, which 
reported a small profit in 1970 

after suffering a heavy loss in 1969. 
Revenues were $43.1 million, down 
from $43.9 million. Production 
facilities for water heaters and 
enamelware were consolidated ina 
modern plant in Middleville, Mich. 
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Service activities consisting of a 
telephone answering network in 
Canada and insurance brokerage, 
reported income of $1.5 million, 
down from $1.8 million, reflecting 
the sale of U.S. TAS facilities 
effective at the end of 1969. The 
insurance brokerage business was 
sold at the end of 1970 in exchange 
for 775,000 shares of Frank B. Hall 
& Co., a major brokerage firm. The 
Canadian TAS group continues to 
expand its operations and is 
diversifying into a number of 
related service areas. 


Ventures, encompassing such areas 
as natural resources, real estate and 
special situations, showed a loss of 
$2.3 million, compared with a profit 
of $136,000 in 1969. This reflects 
operating losses in a number of 
developmental businesses, 
particularly in offshore engineering 
and construction. In the first 
quarter of 1971, agreement was 
reached in principle to sell the 
latter business. Silver mining 
operations continued to be 
profitable, and the main shaft was 
extended another 450 feet to 850 
feet below ground. Production 
totaled 2.6 million ounces in 1970, 
and indicated reserves exceed 

two years. 


High-speed packaging unit 
forms, fills and seals milk 
cartons (above). Envelope fold- 
ing machine gums flaps, die 
cuts windows and inserts 
cellophane (left). 


Molten steel slag is processed 
for removal of metallics for 
recycliny. Slag is sold as 
aggregates for use in construc- 
tion, eliminating unsightly 
waste piles. 


Mauna Loa, rising 30,000 feet from 
the ocean floor, the greatest 
mountain mass in the world, 
frames the landscape to the west. © 
To the east, crashing surf, gentle — 
coves, the blue Pacific swelling 
to the horizon. | a 


This is Ka’u, a vast, unspoiled area 
stretching some 30 miles along 
the southeast coast of the 

Big Island of Hawaii. 


It is here in 1971 that IU’s 54 per q 
cent-owned affiliate, C. Brewer 4 
and Co., Ltd., will launch an 4 
eight-year $300 million land 
development program after year 
of intensive preparation. 


Start of the program marks 

Brewer’s transition from its 

historic base in agriculture. Un 
a reorganized management 

structure, Brewer is focusing its 
efforts on optimizing the return 
on its principal asset—land, _ 
145,000 acres owned outright © 
and 135,000 additional acres 
held in leases. 


To get the land program started 
in 1971, some $20 million will 
be spent on four projects in Ka’u 
and nearby Hilo. To enhance 
Hilo as a new gateway to Hawaii, 
a low-rise 300-unit resort village 
will be built at picturesque 
Waiakea Pond, with exotic 
landscaping, entertainment areas 
and a multi-culture marketplace. 


Little more than an hour’s drive 
south in Ka’u will be an 18-hole 


golf course and two villages along © 


the coast, Ninole and Punaluu. 
Ninole Cove Village will be a 
complex of 400 condominium 
and hotel units in two-story 
cottages clustered around natural 
fresh-water lagoons. At the 
adjacent black sand beach of 
Punaluu, initial emphasis will 

be on a restaurant and commercial 
complex, to be followed by a 
240-unit hotel planned to start 

in 1973. The initial phase of this 
part of the program is scheduled 
for completion in 1972. 


Midway between Hilo and Ka’u 

is Brewer’s historic Volcano House, 
perched on the rim of smoking 
Kilauea crater in the Volcanoes 
National Park. Nearby is the 
company’s Volcano Golf & 
Country Club with its 

18-hole course. 


The three areas will form a 
regional resort complex reaching 
some 75 miles to the southern tip 

of the 1,000-mile long Hawaiian 
chain. Here, where the Polynesians 
first set foot in the islands, a 
fishing village will be built in 

a later stage of the program. 


Creation of these resorts is 
expected to result in increased 
land values in an area now only 
sparsely populated. 


To develop its land management 
capabilities, Brewer in 1970 built a 
full-service real estate organization, 
with brokerage, marketing, 
property management, planning, 
design and construction 
operations. In combination with 
the MacKenzie Travel 
Organization, acquired in 1969, 
Brewer now is in a position to 
maximize its opportunities in land 
development, real estate, travel 
and tourism. 


In its agricultural operations, 
Brewer benefited in 1970 from 
higher payments for sugar, 
averaging $155 a ton, up from 
$145. Profits from sugar operations 


increased 33 per cent despite 
widespread drought conditions 
and a prolonged refinery strike. 

A number of major improvements 
are underway to increase the 
efficiency of plantation and 

mill operations. 


A total of 1,600 acres containing 
some 110,000 macadamia trees 

is under cultivation and the 1970 
nut crop increased to 590,000 
pounds in the shell, a rise of nearly 
50 per cent. 


The smallest of Brewer's sugar 
plantations on Kauai will be 
phased out with the current crop. 
In early 1971 Brewer entered 

into a joint venture with 
American-Hawaiian Developement 
Co. to develop alternative uses 

for the 9,300-acre plantation. 
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Earnings in 1970 declined to $7.5 
million from $10.2 million as the 
result of lower profits from 
Puerto Rican land sales. However, 
profits from agricultural and 
related activities rose to $3.7 
million from $1.9 million. Profit 
contribution to IU was $3.1 million, 
down from $4.2 million. Half 

of the 1970 profit contribution 
arises from Puerto Rican 


Conceptual master plan for Ka’u 
district on Hawaii, part of the 

area pictured on opposite page (above). 
Rendering of Waiakea Pond resort in 
Hilo, Hawaii, scheduled for completion 
in 1972 (right). 


land sales, after providing fora 
writeoff of $866,000 of excess 
purchase price allocated to 
Brewer's land. 


The sale of 11,600 acres of land 
in 1970 tothe government 
of Puerto Rico reduced Brewer’s 
holdings there to about 1,200 
acres, which will be liquidated 
over the next few years. 


Revenues increased to $154.5 
million from $114.1 million, 
reflecting the acquisition in late 
1969 of Czarnikow-Rionda, 

a New York-based sugar 
merchant organization. 


Ka’'u district on the Big Island of Hawaii, 
looking north, showing Ninole Cove in 
the center and the black sand beach of 
Punaluu. 
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FINANCIAL STATEMENTS 


Statement of Consolidated Income 
for the year ended December 31, 1970 with comparative figures for 1969 
(Stated in thousands of U.S. dollars—note 1) 


Sales and revenues: 
SPTAMS POCEATION Es iu Gig Spavst sheen rmuecR ase Ne Renihetls SNe a UNG ernseicy tears ene a Maze aetna On ae ete aS 
LOL ctu (2 wemaaunes cWenEr gy SeueGe eee rt ge NaN a Ci REN Ne OR MMR Lore MMU hana 
Thidustrials and: services Mewes uke iturin SHEN OUK aru Secclare er BR carat aaa enn Renee Re 
Controlled major affiliates: 
Brewer—54% owned (including land sales 1970—$5,934; 1969-—$8,834) ........... 
Walworth 55 Voc OWMeds tie ta a ne hos iages cae dae Whine Uawece ie Hah uneven RO Rear Sze Ra 


Other corporate ventures (including interest and dividends 
1O7ZO—-S10 O49 PIGS SLO SAL Misc ite aaat hase elehas et elas oceania RUNG te eters reer Ne yuan 


Costs and expenses: 
GostOf Sales and revennties chee ee wa ie as alana eT ae Cy ig aig Gui ie Otte ATE cine RA MC 
Selling, general and administrative expenses ........... 0c eee cece cee eee ence eels 
Depreciation and amortization’ cats dW ph Sidious Shik i Say A Soy Ea ce Dee aL 
Interest onlone-term debts is wi la cui ee eee ai ay I SUNS CO ee AS CRP 
CURR ER Arter ESE nee aU aU Aaa OO as cra eC AUS To CE Ee ae aC 
Provisions for income taxes (note 8): 

COUPFERE oe en ra thie k gaia ere aimee tance iti guley amare cau death a Chu Nr ought a ARG aOF RY UU Ue a 


PreF eres ey rr aT CS et COINS AIS LSet GS SR AR ac OR RT 


Net income: 
Operations 


OTe ie 10) (0!) oye a) bh 8 Ke Forse fe leis, e Ueiieire) e' 6). (oliaite ails ei\e tee.) 0) (Sif) © Teel ws sila 6) ei) 16) 0: (elaine ta pe uierta st wihed sarianairellelt ste. lel ets! 


Disposition of properties and investments after deducting in 1970 $9,500 as a 
provision for possible losses, less income taxes, 1970—-$2,141; 1969—$3,839 


ee 
wy fehei' ay! Ba Le CLE sie! 8) 16) Oe) @ilert ate) aie Le ho) 16. (6, ey ce tie vet id) le y.e, (61/0! hw) sehiby.\p ii ey (4) wy te leh oie\ bi ey fe) jen aaa.) boll ale elivel att eit ell acer ette. 


oO) a ee le Ceive ye) Ven el ies (s)he say eer /s)) o\,e) a e.t1e) ore) wheel os Je) islleyetteselialseke 


alles 6 Glew by) seh eine fave siete) a 10) \el, .e 


Per average common share and common equivalent share after preferred dividends 
allocated proportionately between sources of net income (note 10): 

Primary: 

INGE INCOME —-OPSLAHONS ys) oi Gee eae aU ea Uk eras IE Un Te a Ie get le ee RN 


Net income—disposition of properties and investments 
Net income 


BM ce ihe eel ne, Joa ie les 8), atiefelliv./6) el ee 1b Jet ie ewe he, re 


SACS Oi Ree) Jers, Orie xia ey ay 8) By Ol feria Ter eV er Si Sis sdr be ee Ne Lees ete Me Hella \ steel el eit eMon edie) Bie, Cedp)ice habeas wean al: oka ite ialliotl oe carta 


Fully diluted: 
Net income—operations 


Psy wa aS ere OT ere ois” @ 1 Wes wie) Hen 62 (oye Feeley bel are C1, Ol) ei aera a) nal cel et tai veri wl heya Carte) allie! Lia teryel 


Net income—disposition of properties and investments 
Net income 
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See accompanying notes to financial statements. 


1970 


$190,585 
119,147 
314,789 


154,511 
64,607 


23,473 


867,112 


602,465 
125,945 
41,029 
2791 
10,985 


14,751 
2,207 
5,780 


832,953 


34,159 


338 


34,497 


1,022 


$33,475 
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02 
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02 
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International Utilities Corporation and subsidiaries 


1969 


$140,888 
103,778 
287,535 


114,142 
66,901 


24,723 
737,967 


512,492 
111,530 
36,712 
17,700 
15,022 


9,405 
4,125 


6,711 
713,697 


24,270 


10,891 


35,161 


2,091 
$ 33,070 


$ 1.80 
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International Utilities Corporation and subsidiaries 


Consolidated Balance Sheet 
as of December 31, 1970 with comparative figures for 1969 
(Stated in thousands of U.S. dollars—note 1) 


ASSETS 


Current assets: 

LN oe Nt COA a Rg LEER CFR Ne ON SUE CS ani 
Marketable securities, at cost (market value $937—1970) 0.0.0... ccc cece tees 
Prrounte Teceivaple. less; allowances 5.4). fc Van a te Bw ee HG eee oe tre sblatae SIA 
Pe OMee NOE A) ermine er uit aly Us cron uar aly ueninns scence mariana ibaa au aia 
Prepaig-expenses and other current assets 2126 0 ce ie Nar elo de edule ces 


UPEAUCUIT COTO TASGOLS CoG hi gar We tact allen neice, PD DAMIAN Badan NWA MONS ei Ou) 


RMMIRCTEE NEYO COG Tire cris eee i cate wade vac UNC Sy dual oi eat Bhai emu elu dinate eNOS saree 
Property, plant and equipment, at cost (note 4) 2.6... ccc ee eee eens 
Less accumulated depreciation and amortization ............ 0000 c cece eee eens 

Pipe UOGeriy Plan’ ANGIEGUIPMIONE (a/c Ak bg A Ma hele wee ema dig hee aan 
Beetermen charges, less amortization o.oo cee ok hk eee os MOE ANGE ee oe 
Operating rights and other intangibles, net (note 5) ......... 0... c ccc ee eee ee 


ON ESE UL NEO ICS A a tg a MA ae Ico nS Tran iy Ace a Ra CRN Es GUM ES 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities: 

Peer cer cet current Mattricies 6 jue ee aoe aa rapa Meh oe OE Wan Mula ganna haus 
De US hy RD Best UN wait ghsliiis oe Wma peal mus Ma aS R aN ea UNDE CUMS en WS TaL URI 
Berountsipayapie and accrued liabilities... 20. 0) went nites ac cals an ne ee own pets 
SEIS) EMEC SNGES IG AN GEER DE A a va tt ace eT Ca Una NE dics ON ue Penn 


Long-term debt, excluding current maturities (note 6) 2.2.62... cece eee eee eee 
OEE SENOS FEE NEESER GIS ARSC GCE oO an Mogi ole Ph Ye EG PT 
Plererred income. taxes (nOte Bye SSS NOS ue years sania wretaua yuse eleha 
Contributions and advances for construction ............ 00.0 cee cette teens 
MigHority interest In SUDSiGianies ).15) 4s) care Ge see Sie woe vel Beene nea oie eee eet pel gen olan 
Shareholders’ equity (note 9): 

Pam OU OLOET ECE GEOCKC 9 Sis ssh.) sey. abba aselb ous wn le ne CANO SURLHIM WLR Vee UAE MEI OTe (Wat Nena CAA hae 
SIRI S DE PET ONCE STORK pi ea ican Hoan oad Belin na har RUGS shar eaten cueiN eatie Ua May stgb aia cunt 
ROPES OMSL OCR iyo Won Carbine clin slua ees bree Gleda pl ah cap hog tesa aM hateicn aC MNT mae A Tab coal es tai 
PociaOMAL PAG TIN Capitaly oie ps ir halesae lace en Megsie Hua ue ANS ies eyp He RANRTNS um aa WR ate 
Prepiiiied (eaTHinee (MOLE O). 3 oie siete Sgr asa dwve, aie ok win alelw ara ah a ia neee er ame Ea Dal Ma (BLL na a 


Hees snares: im treasury, At COSE: Li.) gies ors spiel wicuw ahaeuor dhe leone lariav el al biay wiley ine (eradle vol sir ents loyal ate 


Moral sare neers? EQUELY ». liane aie Nc miles a slaylu soni asta aim ora anes dau mle enCe shee ee 
HT otaldiapusties and shareholders Equity. jose wishes aie terse ne eb Umea Mi eR wie 


See accompanying notes to financial statements. 


1970 


9. 39,857 


1,127 
141,896 
101,953 


16,185 
301,018 


161,271 
1,045,550 


307,468 


738,082, 
is URS 7 


31,367 
$1,247,495 


§ 50,524 


54,882 
68,645 
19,835 
50,808 


244,694 


473,324 
22,190 
16,443 
35,856 

118,410 


19,336 
70,370 
25,130 
64,058 


165,701 


344,595 


8,017 


336,578 


$1,247,495 


1969 


$ 49,907 
60,698 
146,428 
110,101 
14,404 


381,538 


108,606 
952,409 
284,464 
667,945 
12575 
26,199 


$1,196,863 


$ 28,823 
86,784 
97,850 

9,529 
43,710 
266,696 


436,720 
20,050 
10,169 
31,959 

113,480 


22,157 
81,163 
23,261 
52,261 
145,789 
324,631 
6,842 


317,789 
$1,196,863 
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International Utilities Corporation and subsidiaries 


Statement of Consolidated Additional Paid-In Capital 
for the year ended December 31, 1970 with comparative figures for 1969 
(Stated in thousands of U.S. dollars—note 1) 


1970 
Amount at beginning of year (1969—$21,488 Canadian) ............ 02sec eee ee ees $ 52,261 
Add: 
Capital in excess of par or stated value of shares issued upon: 
Conversion of bonds of a subsidiary into common stock of the Corporation ......... 66 
Conversion of preferred stock into common and Special Stock, Series A ............ 276 
Conversion: of Special Stock, Series A into common)... oie 2 eee ee ee 11,141 
Exercise: of employees stock Opuons sinc ea oe aie sane Oe eg a ea aren 302 
Portion of proceeds of bonds issued by a subsidiary assigned as the value of 
attached) stock purchase warrants ian eco ana iy aide cc ouray ae is antou alten langue onan Ne ema eS — 
Otheriadjustinents net Cue seg eta amine ee aes Sie raise he MSHS Oa aT eM GOA IRE OE a 12 
Amount at end of year $ 64,058 
Statement of Consolidated Retained Earnings 
for the year ended December 31, 1970 with comparative figures for 1969 
(Stated in thousands of U.S. dollars—note 1) 
1970 
Amount at beginning of year (1969—$134,779 Canadian) ..........0. 0c cece cence $145,789 
IN CB TITCOMOE Hic Mao eas aie CN EN Ba) 0 SILANE Sy UU Te Ae nea Wat eS RR 34,497 
180,286 
Deduct: 
Dividends: 
PHGLEPLOR 2 Geka Wi AU tata dre o oe Rar cg EG eA LA eT OE Ve aS 1,017 
Common '(1970---$1;35;1969-—-$1 29° per share) iyi Go een oe eas iia 12,850 
Excess of cost of treasury stock over value of assets acquired ...........--0ecceeeees — 
Other adjustments, met csec koe u yas sci oc eye RIA Lactanaca eto ba Rep aa hei ter ENG aoa 718 
14,585 
Amount -atvend Of year oy eC Be ie Gee Sh I ae Ui SSO LSI ca ag er $165,701 


See accompanying notes to financial statements. 


1969 


$123,815 
35,161 


158,976 


2,203 
10,397 
612 


(25) 


13,187 
$145,789 
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International Utilities Corporation and subsidiaries 


Statement of Consolidated Source and Application of Funds 
for the year ended December 31, 1970 with comparative figures for 1969 


(Stated in thousands of U.S. dollars—note 1) 


Funds provided: 
From operations: 


SS SE Varga oa i eS Al US eS RN ato AIRE GALA I aha NI nA a 

Add charges not requiring cash expenditure, principally depreciation and amortization 
Disposition of property, plant and equipment .............. 
Sales of non-current investments .....0...2.000ceececeees 
Issue of long-term debt, less expenses of issue ............. 
Issue of capital stock, less expenses of issue ..............4- 
Darmionrrensitir stOCk mane 0. une das UU Ik ofa 
Me ir Nila aet e dette Sie Au cs jdt g WiMRN ia bibl 


Applied as follows: 


Purchase of property, plant and equipment ................ 
Acquisition of non-current investments. .................. 
Reclassification of certain securities from current assets to long-term investments ...... 
Ineauction: Of long-term: Gebt o/s ee a eke be Wien 
Purchase oF treasury Stock 6s. gs esis yy oka ove w ae Pues 
Cash dividends on preferred and common shares ........... 


Book value of non-current assets, net of long-term liabilities, of subsidiaries acquired 


BAIR EAT CON Go rola od ee heater sel ACD UN onan aieior gs Biba maa 


Excess of cost over underlying assets of subsidiaries acquired during year— 


assigned principally to operating rights ................. 
rte overran ean Calin Moe CK pala Weenie cea a Cita 


Notes to Financial Statements for the Year 1970 


NOTE1 PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements are stated in U.S. currency 
and include the accounts of the Corporation and all significant 
subsidiaries, all material intercompany balances and transac- 
tions have been eliminated on consolidation. 

The Corporation and certain of its subsidiaries operate in 
Canada and maintain their accounts in Canadian currency. The 
accounts of the remaining subsidiaries are either maintained in 
or translated into U.S. currency. Prior to June 30, 1970, the 
accounts of the subsidiaries maintained in or translated into 
U.S. currency were translated into Canadian currency at appro- 
priate exchange rates. Effective June 30, 1970, the Corporation 
commenced reporting in U.S. currency and the accounts of the 
Corporation and its subsidiaries operating in Canada have been 
translated into U.S. currency at the exchange rates prevailing at 
the respective dates. The figures prior to June 30, 1970 pre- 
viously reported in Canadian currency, have been restated in 
U.S. currency at appropriate exchange rates. The unrealized loss 
on foreign exchange at December 31, 1970, which is not mate- 
rial, has been fully provided for in the accounts at that date. 
The form of presentation and classification of sales and reve- 
nues in 1970 has been changed from that shown in the Corpora- 
tion’s annual report to its shareholders for the year 1969 and the 
1969 figures have been restated accordingly. 

The Corporation has agreed to acquire all of the capital stock 
of Pacific Intermountain Express Co. (P.IE.) in exchange for 


1970 1969 
HNL DEN ONCE DLL $ 34,497 $ 35,161 
61,982 45,064 
ener RA Lan 13,153 15,025 
PEN Se a MEU AEC ak 27,548 10,816 
SUB NE Cal HO AAR na Acc 99,636 148,776 
ASIN Dia AIR Fee N Laat 1,434 422 
FES VTA DR pate 4,757 ee 
Pec sluenuer ss annnane nue hecuen 14,757 11,140 
EGR La CU are Nay ACS 257,764 266,404 
Sena age Cami 129,982 128,738 
ENE esse Hapa aH nti. 61,222 22,393 
24,923 ra 
Li aie aed ne ata Sue ha Rin, 62,988 28,079 
Seb a reppanac rhe Suter 6,759 en 
NEE Docent eau uae 13,867 12,600 
EUS Sa CaS Ny Hey ais 4,984 
REGU UC OILAIN GE GE aE 2,951 13,094 
OO RCE SG GN RE AS ay 13,590 10,479 
SANS MUD Es (US Cel EAN ar Oe 316,282 220,367 
PAR SOHU UEC sta ee Man $ (58,518) $ 46,037 


approximately 1,900,000 shares of $1.25 Convertible Preferred 
stock of the Corporation. The $1.25 Convertible Preferred stock 
will be redeemable at $25 per share and when issued will be 
convertible into 0.8 shares of common stock at any time. P.LE. 
is principally a common carrier by motor vehicle and operates 
generally on the east and west coasts of the United States and 
services intermediate points. For the year ended December 31, 
1969 and 1970, operating revenues were $141,101,000 (as re- 
stated) and $141,753,000, respectively, and net income was 
$2,003,000 and $1,794,000, respectively. The acquisition is sub- 
ject to approval by various regulatory agencies and is contingent 
on receipt of a favorable tax ruling. The completion of the trans- 
action, which will be accounted for on a pooling of interests 
basis, would have the effect of reducing 1970 earnings per share 
from net income-operations by 4¢ primary and 6¢ fully diluted 
and net income-disposition of properties and investments would 
be unchanged. 

The Corporation’s principal operations outside of the United 
States and Canada relate to its shipping operations which are 
carried on in a number of foreign countries. Total assets of the 
shipping companies amounted to $131,381,000 and $188,416,000 
at December 31, 1969 and 1970, respectively. Operations outside 
of the United States and Canada, other than those of the ship- 
ping companies, and the total assets of such operations are not 
material in amount. 
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NOTE 2 INVENTORIES Inventories at December 31, 1970 are summarized as follows: 


Utility (at average cost or less) 


Siete alls ea we) ee 6 1a l eum eb Seco, en eire ‘ie fe tehe ene) elm 


$ 5,578,000 


Industrial (at lower of cost or market) : 


Finished, products ss WoC sinew nahas aoa ae nena $27,891,000 

Work: In Process Sivas aieiparacis muah nia meted oaterna ine 27,897,000 
Raw materials and supplies: Sine c ua scion d hate waiedaaie 20,672,000 76,460,000 
Merchandise and commodities (at lower of cost or market) ........ 17,137,000 
Other: (ak costed Senha ee wn ale ne eee GS rae ints aaa 2,778,000 
$101,953,000 


Industrial and merchandise and commodities inventories in- 
clude items valued on a last-in, first-out basis with an aggregate 
cost of $11,055,000 which is approximately $3,188,000 (1969— 
$2,529,000) less than the cost of such inventories valued on a 


first-in, first-out basis. The bases of determining cost for the 
remainder of the industrial and merchandise and commodities 
inventories are generally first-in, first-out or average. 


NOTE 3 INVESTMENTS Investments at December 31, 1970 consist of the following: 


Continental Telephone Corporation—864,800 shares of common 
stock, at cost, reserved for redemption of $4.40 Voting Preferred 
Stock of General Waterworks Corporation having an aggregate 


par value of $21,620,000 ... 
Western Union International, Inc.—capital stock, at cost ......... 
Frank B. Hall and Co. Inc.—capital stock, at cost ................ 
Pacific Intermountain Express Co.—capital stock, at cost ......... 
Penn Central Company—capital stock, at cost ........... eee eae 
Non-current accounts and notes receivable ...............00000s 
Subsidiaries not consolidated, at approximate equity ............. 


Bonds and debentures, at cost 


Investments in non-subsidiary real estate companies, at cost ...... 
Investmentin joint-ventures) at COSt icles cans wcaouumavrnleraiuiunransestie 
Capital stock of sugar refining and marketing co-operative, at cost. 
Petroleum properties, at cost less amortization ..............0005 
Miscellaneous, at cost ....... 
Provision fOr lose) sixes cats 


During 1970, the Corporation and its subsidiaries decided to 
reclassify certain securities from current assets to long-term 
investments, as the Corporation changed its investment policy 
with respect to the securities. At December 31, 1970, these se- 
curities had an aggregate cost of $24,923,000 and an approxi- 
mate market value of $11,361,000. The aggregate cost includes 
common stock of Penn Central Company and debt securities of 
its principal subsidiary, Penn Central Transportation Company, 
with a cost of $14,096,000 and an approximate market value of 
$3,582,000. On June 21, 1970, Penn Central Transportation 
Company filed for reorganization under Section 77 of the Na- 
tional Bankruptcy Act. The outcome of the reorganization pro- 


6a yews im Yeopa leg sy Lorca) ey ere Lelie | ay whib Gs) OAs Le ates ial: ai/e)iceW ie 


Ce 


0 a8 OR NO Ie 8 Waa NOS bower ele lee ue peur ® ©) ai psriels 


Cee. WAM fe ak Sar te WC a We CRC Ty Con Yor War ML wl bet ek EC LEC Yate Cet. un we Ye 


$ 3,995,000 
7,395,000 
17,700,000 
4,708,000 
11,302,000 
31,000,000 
24,813,000 
13,453,000 
11,099,000 
7,566,000 
6,359,000 
5,812,000 
25,569,000 
(9,500,000) 


$161,271,000 


ceedings, and their effect on the investment in Penn Central 
securities, cannot presently be determined. A provision of 
$9,500,000 has been made for possible securities losses, includ- 
ing the Penn Central investments. 

Agreement has been entered into for the sale of the net assets 
of the insurance subsidiaries effective at December 31, 1970 for 
which there have been received the above mentioned shares of 
capital stock of Frank B. Hall and Co. Inc. The shares, which 
are carried on the basis of an independent valuation, are sub- 
ject to registration. The transaction resulted in a gain to the 
Corporation. 


NOTE 4 PROPERTY, PLANT AND EQUIPMENT Property, plant and equipment, which is principally depreciated on a straight-line 


basis, is summarized below: 


1970 1969 
Accumulated 
Depreciation 
and 
Type of Operation Gross Amortization Net Net . 
Shipping ROWE INI NACL tin, UAE EGER EAU st erate Font fib $ 180,779,000 $ 35,027,000 $145,752,000 $108,593,000 
ATA GRAINNS f eitla cst A ete MILAN NEV ALTAR AOL CIE 56,809,000 25,150,000 31,659,000 32,841,000 
Utility UNDE ANAL UAL TERME ets AN ache mae UNG EAU UU Gir 510,348,000 121,360,000 388,988,000 359,244,000 
PTVCLUS ELT AL Cie cnceeier lien erie CA MCI CeEN 162,680,000 74,809,000 87,871,000 83,074,000 
Agricultural, land development, etc. .. 109,420,000 45,137,000 64,283,000 60,594,000 
Office building OEM ht RAEN RANG ORG Tent Lr hte 13,840,000 2,911,000 10,929,000 10,468,000 
COMMIUNICAHONS acu en reenact 929,000 242,000 687,000 5,355,000 
NON da -) pA MI UM Nena LO Char aa ad thi g Pago nh tl 10,745,000 2,832,000 7,913,000 7,776,000 
$1,045,550,000 $307,468,000 $738,082,000 $667,945,000 


NOTE 5 OPERATING RIGHTS AND OTHER INTANGIBLES 


The amount carried as operating rights and other intangibles 
consists of: (a) the cost to subsidiary companies of operating 
rights; (b) the cost of communications services organizations, 
subscriptions and other intangibles (included in property, plant 
and equipment in 1969); and (c) the excess of the cost of in- 
vestments in subsidiaries over the underlying net assets of such 


subsidiaries, less (d) the excess of the adjusted net assets of 
consolidated subsidiaries at dates of acquisition over the cost 
of the investments therein. 

With certain minor exceptions, it is not the policy of the com- 
panies to amortize the amounts carried as intangibles as, in the 
opinion of management, they have continuing value. 


NOTE 6 LONG-TERM DEBT Long-term debt at December 31, 1970 is summarized as follows: 


First Mortgage Bonds Secured Debt Unsecured Debt Total 
Due Amount Rate Amount Rate __Amount Rate Amount 
1971 to 1975 $ 17,956,000 3%%to7 % $ 43,776,000 334% to 934% $169,325,000 5 %to9¥%r% $231,057,000 
1976 to 1980 12,562,000 314% to 534% 56,403,000 512% to8 % 21,513,000 5 %to9 % 90,478,000 
1981 to 1985 29,814,000 41%% to6%4% 9,938,000 534% to 814% 47,344,000 514% to71n% 87,096,000 
1986 to 1990 49,420,000 5 % to 934% 1,525,000 %to8 % 22,790,000 544% to74% 73,735,000 
1991 to 1995 31,289,000 514% to93%4% 368,000 % to 645 % 9,825,000 954% 41,482,000 
141,041,000 112,010,000 270,797,000 523,848,000 

Less current 

maturities 12,612,000 16,803,000 21,109,000 50,524,000 
Long-term 

portion $128,429,000 $ 95,207,000 $2.49,688,000 $473,324,000 


All long-term debt, except for $112,000 applicable to the 
Corporation, is payable by various subsidiaries. The mortgage 
bonds and secured debt are subject to various indentures and 
agreements requiring, among other things, either the mort- 
gaging of properties, the pledging of investments in subsid- 
iaries or, in certain instances, a combination of both. 

Unsecured debt includes the 5%4% Guaranteed Convertible 
Bonds due June 1, 1986, which are convertible into shares of 
the Corporation’s common stock and the 634% Guaranteed 
Bonds due April 30, 1978, which have warrants attached en- 
titling the holder to subscribe for shares of the Corporation’s 
common stock (note 9). 

Sinking fund requirements and instalments of long-term debt 


NOTE 7 PENSION PLANS 


The Corporation and certain of its subsidiaries have various 
insured or trusteed pension plans. The aggregate unfunded past 
service liabilities under such plans, being amortized over periods 
not exceeding 40 years, amounts to approximately $22,200, 000 
at December 31, 1970, in respect to which unfunded vested bene- 
fits at December 31, 1970 are estimated to be $19,300,000. 
Pension plans of a subsidiary negotiated under union a “‘agree- 
ments are administered by that company. The liability under 


NOTE 8 INCOME TAXES 


(a) Certain utility subsidiaries are claiming depreciation for in- 
come tax purposes in excess of the amounts recorded in the 
accounts without providing for the related income tax deferral. 
In fixing rates, those utilities recover only income taxes payable 
currently. Accordingly, no provision has been made in the ac- 
counts of those subsidiaries for this deferral of income taxes 
which amounted to approximately $2,300,000 in 1970 and 
$2,200,000 in 1969, 

(b) The tax laws of the various countries in which sub- 
sidiaries of Gotaas Larsen Shipping Corporation operate are 
such that their income is substantially free of income tax in 
those countries. No tax is provided in the consolidated financial 
statements in respect of that portion of such income which man- 
agement believes will be retained in the subsidiaries for invest- 
ment purposes; however, dividends received by Gotaas Larsen 


maturing in each of the years 1972, 1973, 1974 and 1975 amount 
to approximately $62,546,000, $90,718,000, $46,246,000 and 
$52,633,000, respectively, after deducting bonds which have 
been repurchased and excluding requirements which may be 
satisfied by certification of property additions. 

The bonds and indentures and note agreements executed by 
the Corporation and certain subsidiaries place limitations on 
the Corporation and its subsidiaries including restrictions on 
the payment of dividends on the Corporation’s common stock. 
Of the consolidated retained earnings of the Corporation at 
December 31, 1970, approximately $87,000,000 was not subject 
to such restrictions. 


such union plans, excluding approximately $5,200,000 resulting 
from plan changes and which is being “provided over” 40 years 
or less, is included in other liabilities. 

Aggregate charges against income during 1970 in respect of 
current service pension costs and in respect of the amortization 
of liabilities for past service pension costs amounted to approxi- 
mately $8,000,000. Except for the subsidiary’s union plans, it is 
the Corporation’s policy generally to fund pension costs accrued. 


Shipping Corporation (a U.S. corporation) are subject to U.S. in- 
come taxes and $3,200,000 has been provided in 1970 for taxes 
on dividends received in that year. In addition, the amount of 
$3,900,000 was provided from acquisition to December 31, 1968 
as an estimate of U.S. income taxes which might become pay- 
able in the future. 

(c) The U.S. Internal Revenue Service in 1965 issued an ad- 
ministrative ruling which has the effect of denying losses, in- 
curred in Puerto Rico in prior years, which have been included 
in the consolidated tax return of the Corporation’s 54% owned 
subsidiary, C. Brewer and Company, Limited. In addition, the 
subsidiary understands from discussions with Internal Revenue 
Service field agents that the Service now proposes not to recog- 
nize for tax purposes the division of Puerto Rico business into a 
land company and sugar operating company effected in 1965. 
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Based upon this understanding, it is estimated that the net in- 
come taxes in question related to these issues for the years 1961- 
1970 inclusive approximates $12,000,000. 

In the opinion of Brewer’s management, based upon the 
advice of their attorneys and their auditors, the ruling relied 
upon by the Internal Revenue Service is erroneous and any 
subsequent action of the Internal Revenue Service in not 
recognizing the 1965 transaction would also be erroneous. The 
subsidiary intends to contest any tax assessment on these issues. 


NOTE 9 CAPITAL STOCK 


(d) Undistributed earnings on mining operations may, in cer- 
tain circumstances, give rise to further income taxes in the event 
of the distribution of these earnings to the Corporation. Addi- 
tional tax at current rates of a maximum of approximately 
$2,100,000 could become payable in such event, but because the 
amount of such tax, if any, is dependent upon the circum- 
stances which would prevail on distribution, no provision for 
such amount has been made in the consolidated accounts of 
the Corporation. 


The authorized and issued capital stock of the Corporation at December 31, 1970 and 1969 is summarized below: 


Series preferred stock, without par value: 
Authorized—5,000,000 shares (1969— 
3,000,000 shares) 

Issued: 

$5.00 series (in treasury 1970—200 shares) 
$6.00 series A 

$6.00 series B 

$1.32 convertible series (in treasury 1970 
—60 shares) 

$2.00 convertible series 

$4.50 convertible series 


Series preference stock, without par value: 
Authorized—10,000,000 shares; reserved 
41,183 shares classified as Special Stock, 
Series A (for conversion of preferred stock, 
3,066 shares, and exercise of stock options, 
38,117 shares) 

Issued—Special Stock, Series A (in treas- 
ury 1970—101,171 shares) 


Common stock, par value $2.50 per share: 
Authorized—30,000,000 shares; reserved 
for conversion of preferred stock, 114,866 
shares, for conversion of Special Stock, 
Series A, 8,076,235 shares, for conversion 
of bonds of a subsidiary, 252,625 shares, 
for exercise of warrants attached to bonds 
of a subsidiary, 90,000 shares and for exer- 
cise of stock options and stock purchase 
plans, 986,418 shares 
Issued (in treasury 1970—225,522 shares; 
1969—279,103 shares) 


The holders of preferred stock are entitled to cumulative 
dividends payable in U.S. currency at the respective rates set 
out in the title of the various series, have voting rights and upon 
liquidation or redemption are entitled to receive amounts vary- 
ing from approximately the stated value to 103% of stated 
value plus accrued and unpaid dividends. The convertible 
preferred stock is convertible as follows: each share of the 
$1.32 series into .9 of a common share decreasing to .8 of a 
common share after December 1, 1972; and each share of the 
$4.50 series into 2.92 shares of Special Stock, Series A decreas- 
ing to 2.14 shares between January 1 and December 31, 1975 
after which time shares of this series are not convertible. 

The terms of the $1.32 convertible Preferred Stock and of the 
$6.00 Preferred Stock, Series A impose upon the Corporation, 
in the case of the $1.32 series, an annual obligation to retire 
in certain circumstances, up to 2% (presently 30,000 shares) of 


Issued at Issued at 
December 31, 1970 December 31, 1969 

Stated or Stated or 

Shares par value _ Shares par value 
93,302  $ 9,563,000 93,302 $ 9,564,000 
26,400 2,640,000 27,600 2,760,000 
28,163 2,816,000 28,163 2,816,000 
127,629 4,212,000 166,646 5,499,000 
— — 34,967 1,399,000 
1,050 105,000 1,193 119,000 
276,544 $19,336,000 351,871 $22,157,000 
3,644,744 $70,370,000 4,187,629 $81,163,000 
10,052,177 $25,130,000 9,304,331 $23,261,000 


such stock originally issued and, in the case of the $6.00 
Preferred Stock, Series A, an obligation to redeem in each 
year 4% (presently 1,200 shares) of the aggregate number of 
shares of such series theretofore issued. 

Holders of Special Stock, Series A are not entitled to receive 
any dividends; they have voting rights and on liquidation are 
entitled to receive $15 per share subject to the liquidation rights 
of the preferred shareholders. The Special Stock, Series A is 
redeemable after December 31, 1977 at $70 per share and is 
convertible into 1.1249 shares of common stock until December 
31, 1971 after which time the conversion rate increases to a 
maximum of 2.1911 common shares on January 1, 1988. 

See note 1 for information concerning a new issue of $1.25 
Convertible Preferred stock of the Corporation. 

Changes in capital stock during the year are summarized as 
follows: 


Special 


Stock, 

Preferred Series A Common 
Shares issued at December 31, 1969 ....... 351,871 4,187,629 9,304,331 
Conversion of preferred stock ............ (35,242) 68,565 8,060 
Redemption or retirement of preferred stock (10,085) — — 
Conversion of Special Stock, Series A ...... — (669,352) 723,654 
Cancellation of treasury stock ............ (30,000) — — 
Exercise oti stock Options: 2. jon sees — 57,902 13,884 
Conversion of bonds of a subsidiary ....... se a 2,248 
Shares issued at December 31,1970 ....... 276,544 3,644,744 10,052,177 


Options to certain officers and employees of the Corporation 
and its subsidiaries were outstanding at December 31, 1970 for 
the purchase of 241,118 shares of common stock and 38,117 
shares of Special Stock, Series A, of the Corporation. 

Options granted under the Employees Stock Option Plans 
are exercisable in variable amounts over periods from five to 
seven years from the date of grant, at prices from $18.96 to 


Shares under option at December 31, 1969 ............ 
Granted idan tannery. 
Exercised s/isnuis ginwiae ating 
Cancelled or expired ..... 


Shares under option at December 31,1970 ............. 


At December 31, 1970 there were 245,300 shares of common 
stock available for future grants. No further options on shares 
of Special Stock, Series A may be granted. 

Under the Employees Stock Purchase Plan 500,000 shares 
of common stock may be sold to eligible employees. An offer- 
ing of 150,000 shares was made at a purchase price of 85% of 
the market price of the stock on December 31, 1971, but not 
exceeding $24.55. Elections to purchase shares were received 
for the full amount of the initial offering. 

Also, two subsidiaries had outstanding options granted to 
officers and key employees to purchase shares of the sub- 


NOTE 10 NET INCOME PER AVERAGE SHARE 


The primary computation of average common shares and com- 
mon equivalent shares is based on the total average shares of 
both common and Special Stock, Series A outstanding during 
each year, and the inclusion, as outstanding for the entire year, 
of the dilutive effect of shares issuable as of the end of the 
year upon exercise of stock options. The Special Stock, Series A, 
has been included on a basis equivalent to 1.1249 and 1.0816 
common shares of the Corporation for 1970 and 1969, the ap- 
plicable conversion rates. 

The fully diluted computation of earnings per share of com- 
mon shares and common equivalent shares reflects, in addition 
to the primary computation, (a) the inclusion, as outstanding 
for the entire year, of shares issuable as of the end of the year 
upon conversion of convertible preferred stock and convertible 
bonds and (b) the elimination of the dividend requirements on 
such convertible preferred stock and the interest, net of income 
taxes, applicable to the convertible bonds. This computation 
assumes, in addition to the conversions referred to above, the 
theoretical conversion of each outstanding share of Special 


$49.75 per share of common stock and from $12.80 to $36.53 
per share of Special Stock, Series A; such prices, depending 
on the terms of the particular plan, being from 85% to 100% 
of the fair market value of the stock at the date of grant. 

The changes in the outstanding options during 1970 were as 
follows: 


Special 
Stock, 
Series A Common 
106,073 196,452 
Gs MAU A aod pia) RoR TRO AMEN Vath is ane AY — 78,500 
OL rei ai o Rott SHR Be orien CS WL (57,902) (13,884) 
SOOM RIE A Mat ee AU ASW crate (10,054) (19,950) 


38,117 241,118 


sidiaries’ common stock. 

At December 31, 1970, a wholly-owned subsidiary had out- 
standing $8,084,000 principal amount of bonds due in 1986 
which are convertible prior to maturity into common stock of 
the Corporation at $32 per share. In addition, at December 31, 
1970 that subsidiary had outstanding $15,000,000 principal 
amount of bonds due in 1978 with warrants attached which, for 
each $1,000 bond held, entitle the holder to subscribe to six 
shares of common stock of the Corporation not later than April 
30, 1978 at an aggregate price of $258. 


Stock, Series A (now convertible into 1.1249 common shares) 
into 1.6651 common shares in 1981 and no additional conver- 
sions prior to 1981. In the opinion of management the likeli- 
hood that further substantial conversions will not occur prior 
to 1981 is extremely remote. 

The primary and fully diluted earnings per share calcula- 
tions appearing at the foot of the consolidated statement of 
income are computed on the basis of U.S. practice. Under 
practice in Canada, which was generally adopted with effect 
in 1970, the basis of computing earnings per share is sub- 
stantially comparable to the U.S. basis except that primary 
earnings per share are computed without reference to common 
share equivalents and to the dilutive effect of shares issuable 
on stock options. However, the Special Stock, Series A, is re- 
garded, for practical purposes, as participating and has been 
included in the computation of primary earnings per share for 
Canadian purposes. Thus, as the dilutive effect of stock options 
is not material, earnings per share on the Canadian basis do not 
differ materially from the U.S. basis. 
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NOTE 11 COMMITMENTS 
At December 31, 1970 major commitments by certain subsid- 
iaries consisted of approximately $85,000,000 for the purchase 
of vessels under construction and approximately $15,700,000 for 
the construction of new utility plant. Mortgage financing has 
been arranged with respect to a portion of these commitments. 

Included in the commitment on construction of vessels is 
approximately $26,100,000 applicable to partnerships which the 
subsidiaries have joined with other shipowners. In addition, 
the subsidiaries are contingently liable to the extent of approxi- 
mately $59,400,000 representing the other partners’ interest in 
the construction contracts for these vessels. 

The Corporation and certain subsidiaries have long-term 


leases for the rental of properties, office space, vessels and 
terminal facilities. The aggregate minimum annual rental with 
respect to the major long-term leases is approximately ~ 
$24,100,000, In addition, at December 31, 1970, C. Brewer and 
Company, Limited and its consolidated subsidiaries had leases 
in effect or under renegotiation with a minimum annual rental 
for 1971 of $5,700,000. The leases cover land, real property, 
mobile equipment and other facilities and have various termina- 
tion dates. At December 31, 1970, certain subsidiaries of Brewer 
were contingently liable for letters of credit in the amount of 
approximately $23,700,000, 


PEAT, MARWICK, MITCHELL & Co. 


CHARTERED ACCOUNTANTS 


PRUDENTIAL BUILDING 
4 KING STREET WEST 
TORONTO 1, ONTARIO 


ACCOUNTANTS’ REPORT 


To the Board of Directors and Shareholders 
of International Utilities Corporation 


We have examined the consolidated balance sheet of International Utilities Corporation and subsidiaries 
as of December 31, 1970, the related statements of consolidated income, consolidated additional paid-in capital, 
consolidated retained earnings and consolidated source and application of funds for the year then ended. 
Our examination was made in accordance with generally accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances. 
We did not examine the financial statements of C. Brewer and Company, Limited and consolidated subsidiaries, 
included in the consolidated financial statements, which were examined by other independent public accountants 
whose report has been furnished to us. The consolidated assets, sales and revenues and net income of C. Brewer 
and Company, Limited represent 14.2% of consolidated assets, 18.2% of consolidated sales and revenues and 8.7% of 


consolidated net income of the Corporation, respectively. 


In our opinion, based upon our examination and the aforementioned report of other independent 
accountants, the accompanying financial statements present fairly the consolidated financial position of International 
Utilities Corporation and subsidiaries at December 31, 1970 and the results of their operations and the source 
and application of their funds for the year then ended, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year, except for the change, of which we approve, in the basis 
of presenting the financial statements in U.S. currency as explained in note 1 to the financial statements. 


Toronto, Ontario 
March 11, 1971 


Chartered Accountants 


Principal Companies of International Utilities Corporation 


UTILITIES 


Gas & Electric 


Canadian Utilities, Ltd., Edmonton, Alberta—serves 
communities in central and northern Alberta and 
the Yukon Territory. 


Canadian Western Natural Gas Co. Ltd., Calgary, 
Alberta—supplies natural gas to Calgary and 
other communities in southern Alberta. 


Northland Utilities Ltd., Edmonton, Alberta— 
supplies natural gas to communities in northern 
Alberta and in British Columbia and electricity to 
communities in northern Alberta and Northwest 
Territories. 


Northwestern Utilities, Ltd., Edmonton, Alberta 
—supplies natural gas to Edmonton and other 
communities in central Alberta. 


Water, Sewer & Heating 

General Waterworks Corp., Philadelphia, Pa.— 
provides water, sewer and heating services in 
numerous communities in 18 states of the 
United States and one province of Canada. 


OCEAN SHIPPING 

The Gotaas-Larsen Companies, New York, N.Y.— 
own and/or operate oil tankers, bulk carriers, 
refrigerator ships and cruise ships throughout the 
world, with additional offices in Oslo, Norway; Buenos 
Aires, Argentina; Montevideo, Uruguay and 

Nassau, Bahamas. 


LAND TRANSPORTATION 

Ryder Truck Lines, Helm’s Express, Ranger Division, 
W. T. Byrns, Jacksonville, Fla.—provide trucking 
services to all major metropolitan areas in the 
eastern half of the United States. 


LAND DEVELOPMENT/AGRICULTURE 


C. Brewer and Co., Ltd., Honolulu, Hawaii—one 

of the largest landholders in Hawaii, produces sugar, 
molasses, macadamia nuts and operates other 
related businesses. 


INDUSTRIAL & CONSUMER PRODUCTS 


Process Industries Equipment 

Delta Southern Co., Baton Rouge, La.—manufactures 
process towers, large pressure vessels, heat exchangers, 
cryogenic and other equipment for the petroleum, 
chemical, nuclear energy and power industries. 


Frick Co., Waynesboro, Pa.—manufactures refrig- 
erating and air-conditioning equipment and forestry 
machinery in the United States, Australia, Canada, 
India, Mexico and Italy for worldwide distribution. 


IRECO Industries, Inc., Eugene, Ore.—manufactures 
irrigation equipment and precision die cast products. 


Southwest Fabricating & Welding Co., Houston, 
Tex.—maker of pressure piping for the petroleum, 
chemical, electric power and other process industries. 


Walworth Co., Bala Cynwyd, Pa.—manufactures 
in the United States and Italy a full line of industrial 
valves, with emphasis on stainless and other 
alloys, for worldwide distribution. 


Consumer Products & Distribution 

Farmbest, Inc., Jacksonville, Fla—processes and 
distributes milk, ice cream and allied products and 
engages in institutional food distribution in the 
southeastern section of the United States and in 
Puerto Rico. 


Unijax, Inc., Jacksonville, Flai—manufactures, 
converts, and distributes paper and paper products 
for printing, commercial and industrial uses. 


Steel & Metals 

International Mill Service, Philadelphia, Pa.— 
together with affiliates provides metal recovery and 
slag handling services at steel mills in the United 
States, Brazil, Canada, Mexico and Venezuela. 


Tennessee Alloys Corp., Chattanooga, Tenn.— 
produces alloying agents used in the manufacture 
of steel and iron. 


Kaiser-Nelson Steel & Salvage Corp., Philadelphia, 
Pa.—liquidates industrial and commercial plants, 
resells salvaged equipment and machinery in 

the United States and Canada. 


Housing & Construction 

Amvit, Cleveland, Ohio—manufactures clay 

sewer pipe, concrete pipe and other clay and 
concrete products. 

Bradford-White Corp., Philadelphia, Pa— 
manufactures domestic and commercial gas and 
electric water heaters and enamelware. 

Standard Structural Steel Ltd., Montreal, Quebec— 
fabricates and erects steel for buildings, bridges 
and other structures in Canada and the northeastern 
United States. 


Communications & Services 


Canadian Telephone Answering Services, Toronto, 
Ontario—provides telephone answering services to 


customers in Ontario, Quebec, Alberta and Manitoba. 


Intelco Radiocomunicacoes, S.A., S40 Paulo, 
Brazil—serves 13 cities in Brazil with telephone 

and radio in-plant paging systems. 

Pagette Air Signals Ltd., Toronto, Ontario— 
operates radio message relay and dispatch services in 
Montreal, Toronto and other cities. 


Personnel Pool, Toronto, Ontario—provides 
temporary help to businesses in Toronto, Ottawa 
and Calgary. 


OTHER COMPANIES 

Echo Bay Mines, Ltd., Edmonton, Alberta— 
operates a silver-copper mine at Port Radium, 
Northwest Territories. 

International Utilities Petroleum Corp., Edmonton, 
Alberta—engages in the search for oil and gas 
reserves in Canada. 
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International Utilities Corporation 200 University Avenue, Toronto 1, Ontario, Canada 


Directors 


Lord Crowther, London, England—Chairman of Trust 
Houses Group Ltd. and of The Economist Newspaper Ltd. 


Paul Desmarais, Montreal, Quebec—Chairman and Chief 
Executive Officer of Power Corporation of Canada, Ltd. 


Robert C. Heim, New York—Chairman of the investment 
firm of Schroder Capital Corporation 


H. Irgens Larsen, New York—President of Gotaas-Larsen, 


Inc., a subsidiary of IU 


F, Clarence Manning*, Calgary, Alberta—President of 
Manning-Egleston Lumber Company, Ltd. 


Willis S. McLeese*, Toronto, Ontario—President of 
Trans Canada Freezers, Ltd. 


John M. Seabrook*, Salem, New Jersey, Chairman and 
President of IU 


Ira T. Wender, Esq., New York—Managing Director of 
S. G. Warburg & Co., Inc.; Partner of law firm of 
Baker & McKenzie; Chairman of C. Brewer & Co., Ltd., 
a subsidiary of IU 


Bruce F. Willson, Toronto, Ontario—President and 
Chief Executive Officer of Union Gas Company 
of Canada, Ltd. (Effective April 1, 1971) 


Dennis K. Yorath*, Edmonton, Alberta—Chairman of the 
Executive Committee 


*Member of the Executive Committee of the Board of Directors 


IU’s common stock, Special Stock, Series A, and $1.32 
Convertible Preferred Stock are listed on the New York, 
Montreal, Toronto, Vancouver, Pacific Coast and Philadelphia- 
Baltimore-Washington Stock Exchanges. The common stock 
also is listed on The Stock Exchange, London. The 544% 
Guaranteed Convertible Bonds of International Utilities 
Overseas Capital Corp. (IUOCC) are listed on The Stock 
Exchange, London, and the Luxembourg Stock Exchange, and 
IU’s Warrants dated May 1, 1968, attached to the 634% 
Guaranteed Bonds of IUOCC, are listed on the Luxembourg 
Stock Exchange. The Bank of New York in New York and 
Montreal Trust Company in Montreal, Toronto, Calgary, 
Vancouver and Regina are the transfer agents. The registrars 
are Chemical Bank in New York, Crown Trust Company 

in Montreal, Toronto, Calgary and Vancouver and the 

Royal Trust Company in Regina. 
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